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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This Quarterly Report on Form 10-Q includésward-looking statementstithin the meaning of Section 27A of
the Securities Act of 1933 and Section 21E of teeufities Exchange Act of 1934, as amended (“Exgaaict”)
including, in particular, the statements aboutgans, strategies and prospects under the he&dkmg 2.
Management'’s Discussion and Analysis of Financahdition and Results of Operationsf Part | — Financial
Information of this Form 10-Q. Forward-looking statents involve many risks and uncertainties andesspan
expectation or belief and contain a projectionnma assumption with regard to, among other things future
revenues, income or capital structure. Such stattsnod future events or performance are not guaesnof future
performance and involve estimates, assumptionsiao€rtainties. The words “could,” “may,” “predict,”
“anticipate,” “would,” “believe,” “estimate,” “exp&t,” “forecast,” “project,” “objective,” “intend,™continue,”
“should,” “plan,” and similar expressions, or thegatives thereof, are intended to identify forwkaking
statements unless the context requires otherwise.

Some important factors that could cause our acasallts or outcomes to differ materially from thakscussed in
the forward-looking statements include, but arelimated to:

= fluctuations in customer growth and demand;

= impacts of weather on retail sales and wholesategr

= weather-related damage to our electrical system;

= fuel and other input costs;

= generating unit availability and capacity;

= transmission and distribution system reliabilitylampacity;

= purchased power costs and availability;

= regulatory action, including, but not limited tbgtreview of our basic rates and charges by tharad
Utility Regulatory Commission (“IURC");

= federal and state legislation and regulations;

= our ownership by The AES Corporation (“AES”);

= changes in our credit ratings or the credit ratioig8ES;

= fluctuations in the value of pension plan asséisfdations in pension plan expenses and our lblit
fund defined benefit pension and other post-retiaenplans;

= changes in financial or regulatory accounting pesic

= environmental matters, including costs of compleangth current and future environmental requireragnt

= interest rates and other costs of capital;

= the availability of capital;

= labor strikes or other workforce factors;

= facility or equipment maintenance, repairs andtehpxpenditures;

= local economic conditions, including the fact ttie local and regional economies have struggleslitiir
the recession and weak economic climate the pasydars and continue to face uncertainty for the
foreseeable future;

= acts of terrorism, acts of war, pandemic evenisatural disasters such as floods, earthquakesdoss,
ice storms or other catastrophic events;

= costs and effects of legal and administrative pedo®gs, audits, settlements, investigations anidheland
the ultimate disposition of litigation;

= issues related to our participation in the Midwesiependent Transmission System Operator, Inc.
(“Midwest 1ISO"), including the cost associated witlembership and the recovery of costs incurred; and

= product development and technology changes.

Most of these factors affect us through our codstéid subsidiary, Indianapolis Power & Light CompéihPL").
All such factors are difficult to predict, containcertainties that may materially affect actualitssand many are
beyond our control. Except as required by the faldecurities laws, we undertake no obligationubligly update
or review any forward-looking information, whethaes a result of new information, future events teowise. If
one or more forward-looking statements are updatednference should be drawn that additional upslatill be
made with respect to those or other forward-looldtaiements.



PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Inow

(In Thousands)

Three Months Ended
March 31,

2011

2010

UTILITY OPERATING REVENUES

UTILITY OPERATING EXPENSES:

Operation:

Fuel

Other operating expenses
Power purchased
Maintenance
Depreciation and amortization
Taxes other than income taxes
Income taxes - net

Total utility operating expenses

UTILITY OPERATING INCOME

OTHER INCOME AND (DEDUCTIONS):
Allowance for equity funds used during constroicti
Miscellaneous income and (deductions) - net
Income tax benefit applicable to nonoperatingime

Total other income and (deductions) - net

INTEREST AND OTHER CHARGES:

Interest on long-term debt
Other interest

Allowance for borrowed funds used during congtaunc
Amortization of redemption premiums and expenseebt
Total interest and other charges - net

NET INCOME

LESS: PREFERRED DIVIDENDS OF SUBSIDIARY

NET INCOME APPLICABLE TO COMMON STOCK

$ 289,165$% 288,037

79,148 78,773
50,356 48,525
25,043 12,793
32,530 23,683

40,831 40,583
10,708 10,323
14,823 23,752
253,439 238,432
35,726 49,605
1,393 678
(633) 178
6,489 6,593
7249 093
28,862 28,725
447 636
(932) (452)
1,168 1,041
29,545 95D,
13,430 26,748
803 803
$ 12621 $ 2504

See notes to unaudited condensed consolidated:fal@tatements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Balance She
(In Thousands)

March 31, December 31
2011 201(
ASSETS
UTILITY PLANT:
Utility plant in servic $ 4,115,63. $ 4,096,88:
Less accumulated deprecia 1,902,34 1,878,74
Utility plant in service - n 2,213,29 2,218,131
Construction work in progre 148,51¢ 129,63
Spare parts inventc 14,66t 12,737
Property held for future u 1,00z 1,00z
Utility plant - ne 2,377,47 2,361,50!
OTHER ASSETS:
Investment in long-term debt securi 40,00( 41,66¢
Nonutility property - at cost, less accumulategmrciatiol 687 68¢
Other investmen 6,53¢ 6,41¢
Other assets - 1 47,22¢ 48,77¢
CURRENT ASSETS:
Cash and cash equivale 60,98( 31,79¢
Accounts receivable and unbilled revenue (lelssvahce
for doubtful accounts of $3,009 and $2,218peesively 130,80: 140,53¢
Fuel - at average ct 47,17 37,36¢
Materials and supplies - at average 50,95« 51,52«
Deferred tax asset - curr 10,10( 11,312
Regulatory asse 5,09z -
Prepayments and other current a: 10,58( 18,36¢
Total current asst 315,68! 290,90¢
DEFERRED DEBITS:
Regulatory asse 413,11¢ 416,74¢
Miscellaneou 19,34¢ 20,04(
Total deferred deb 432,46. 436,78¢
TOTAL $ 3,172,84" % 3,137,98I
CAPITALIZATION AND LIABILITIES
CAPITALIZATION:
Common shareholder's equity (defi
Paid in capiti $ 11,08: $ 10,811
Accumulated defic (6,217 (15,344
Accumulated other comprehensive - (197)
Total common shareholder's equity (del 4,86t (4,730
Cumulative preferred stock of subsidi 59,78« 59,78¢
Long-term deb 1,332,531 1,332,35:!
Total capitalizatic 1,397,17! 1,387,40°
CURRENT LIABILITIES:
Short-term and current portion of long-term « 425,00( 425,00(
Accounts payab 84,23: 83,351
Accrued expens 23,65: 23,01¢
Accrued real estate and personal property 21,25( 16,81:
Regulatory liabilitie 7,80: 8,862
Accrued income tax 8,21« -
Accrued intere: 47,13« 31,18(
Customer depos 21,43¢ 20,77:
Other current liabilitie 12,13 10,28¢
Total current liabilitie 650,85( 619,27¢
DEFERRED CREDITS AND OTHER LONG-TERM LIABILITIES:
Regulatory liabilitie 523,34¢ 516,99:
Accumulated deferred income taxes - 366,15¢ 373,24
Non-current income tax liabili 4,84¢ 4,757
Unamortized investment tax cre 11,01¢ 11,43:
Accrued pension and other postretirement bel 195,50¢ 199,28¢
Miscellaneou 23,94( 25,58(
Total deferred credits and other long-tembilities 1,124,81! 1,131,29.
COMMITMENTS AND CONTINGENCIES (Note 6)
TOTAL $ 3,172,84 $ 3,137,98!

See notes to unaudited condensed consolidateccfalaatement



IPALCO ENTERPRISES, INC. and SUBSIDIARIES

Unaudited Condensed Consolidated Statements of CaBltows

(In Thousands)

Three Months Ended

March 31,
2011 201(
CASH FLOWS FROM OPERATIONS:
Net income 13,43( $ 26,74¢
Adjustments to reconcile net income to net casikiged by operating activitie
Depreciation and amortizati 41,36( 40,42:
Amortization of regulatory ass 1,14z 1,614
Deferred income taxes and investment tax ceafjiistments - n (5,898 (6,221
Allowance for equity funds used during condian (1,350 (624,
Change in certain assets and liabili
Accounts receivak 9,73¢ (4,748
Fuel, materials and suppl (9,236 501
Income taxes receivable or payi 14,23: 23,24%
Financial transmission rig| 1,37¢ -
Accounts payable and accrued expe 6,12¢ 10,322
Accrued real estate and personal property 4,43¢ (1,211
Accrued intere 16,44¢ 15,91¢
Pension and other postretirement benefit exgs (3,779 (2,179
Short-term and long-term regulatory assetsliabdities (4,974 1,41¢
Other - ne 1,084 1,067
Net cash provided by operating activi 84,13t 106,27
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures - utili (50,703 (26,864
Grants under the American Recovery and Reinvegtiet of 200¢ 1,12¢ -
Othe (1,066 (1,663
Net cash used in investing activit (50,646 (28,527
CASH FLOWS FROM FINANCING ACTIVITIES:
Short-term debt borrowin 8,00( 9,50¢
Short-term debt repayme (8,000 -
Dividends on common sta (3,500 (48,300
Preferred dividends of subsidi (803 (803
Othe (2) (127
Net cash used in financing activities (4,305) (39,722)
Net change in cash and cash equiva 29,18 38,02¢
Cash and cash equivalents at beginning of p 31,79¢ 48,02:
Cash and cash equivalents at end of p: 60,96( $ 86,04,
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest (net of amount capitaliz 12,347 $ 12,897
Income taxe - 5 -

See notes to unaudited condensed consolidatedfalatatement



IPALCO ENTERPRISES, INC. and SUBSIDIARIES

Unaudited Condensed Consolidated Statements of Conam Shareholder's Equity (Deficit]
and Noncontrolling Interest

(In Thousands)

Accumulated

Total
Common

Shareholder's

Cumulative

Paid in Accumulated Comprehensive  Equity Preferred Stock
Capital Deficit (Deficit) of Subsidiary
2010
Beginning Balance $ 9,820 $ (18,878) - $ (9,058) $ 59,784
Comprehensive Income attributable to common s
Net income applicable to common st 25,94¢ 25,94¢
Unrealized loss on available for sale investniee
of income tax benefit of $1¢ (195; (195
Total Comprehensive Income attributable to comntook 25,75(
Distributions to AE! (48,300 (48,300
Contributions from AE 27C 27C
Balance at March 31, 201 $ 10,090 $ (41,233)$ (195) $ (31,338) $ 59,784
2011
Beginning Balance $ 10,811 $ (15,344)$ (197) $ (4,730) $ 59,784
Comprehensive Income attributable to common s
Net income applicable to common st 12,62: 12,627
Gain on sale of available for sale investmest
of income tax expense of $1 197 197
Total Comprehensive Income attributable to comntook 12,82«
Distributions to AE! (3,500 (3,500
Contributions from AE 271 271
Balance at March 31, 201 $ 11,082 $ (6,217) $ - $ 4865 $ 59,784

See notes to unaudited condensed consolidateccfaiatatement



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Notes to Unaudited Condense@€onsolidated Financial Statements

For a list of certain abbreviations or acronymsdusethe Notes to Unaudited Condensed Consolidgiteghcial
Statements, sétem 1B. Defined Termsfincluded in Part | — Financial Information of tierm 10-Q.

1. ORGANIZATION

IPALCO Enterprises, Inc. (“IPALCO”) is a holding mpany incorporated under the laws of the statadiiha.
IPALCO is a wholly-owned subsidiary of The AES Cargtion (“AES”). IPALCO was acquired by AES in Marc
2001. IPALCO owns all of the outstanding commortktof its subsidiaries. Substantially all of IPALGO
business consists of the generation, transmisdistribution and sale of electric energy condudtedugh its
principal subsidiary, Indianapolis Power & Light @pany (“IPL"). IPL was incorporated under the lagighe
state of Indiana in 1926. IPL has approximately,@@0 retail customers in the city of Indianapolisl aeighboring
cities, towns and communities, and adjacent ruedsall within the state of Indiana, the mostatispoint being
approximately forty miles from Indianapolis. IPLshan exclusive right to provide electric servicéhtose
customers. IPL owns and operates two primarily-fioatl generating plants, one combination coal gasHfired
plant and two combustion turbines at a separageisitt are all used for generating electricity.’§et electric
generation capability for winter and summer is 2,48gawatts (“MW") and 3,353 MW, respectively.

IPALCO's other direct subsidiary is Mid-America Q&b Resources, Inc. (“Mid-America”). Mid-America the
holding company for IPALCO’s unregulated activitidsid-America owns a 4.4% interest in EnerTech @Gapi
Partners Il L.P., a venture capital fund that insés early stage and emerging growth companid¢iserenergy
technology, clean technology and related markeith, arecorded value of $3.5 million as of both btaB1, 2011
and December 31, 2010.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying Unaudited Condensed Consolidateahé&ial Statements include the accounts of IPALGRD,
and Mid-America. All significant intercompany amdasithave been eliminated. The accompanying financial
statements are unaudited; however, they have lrepanged in accordance with accounting principlesegaly
accepted in the United States of America for imefinancial information and in conjunction with thdes and
regulations of the Securities and Exchange Comuomsgiccordingly, they do not include all of theasures
required by accounting principles generally acagjrethe United States of America for annual fisegdorting
periods. In the opinion of management, all adjustimef a normal recurring nature necessary forgfegsentation
have been included. The electric utility businesaffected by seasonal weather patterns throughewtear and,
therefore, the operating revenues and associatmtipy expenses are not generated evenly by noomihg the
year. These unaudited financial statements have fregpared in accordance with the accounting mdidiescribed
in IPALCO’s Annual Report on Form 10-K for the yearded December 31, 2010 (“2010 Form 10-K”) andukho
be read in conjunction therewith. Certain prioripgramounts have been reclassified to conform tceatiyear
presentation.

Use of Management Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptethia United
States of America requires that management makaicestimates and assumptions that affect thertegho
amounts of assets and liabilities and disclosumafingent assets and liabilities at the datdeffinancial
statements. The reported amounts of revenues gqrahses during the reporting period may also betaffieby the
estimates and assumptions that management is edgoimake. Actual results may differ from thostnestes.

3. FAIR VALUE MEASUREMENTS

Whenever possible, quoted prices in active marketsised to determine the fair value of our finalnicistruments.
Our financial instruments are not held for tradamgpther speculative purposes. The estimated &irevof financial
instruments has been determined by using avaitabl&et information and appropriate valuation metiodies.
However, considerable judgment is required in prteting market data to develop the estimates ofvlue.



Accordingly, the estimates presented herein arm@o¢ssarily indicative of the amounts that we @oeblize in a
current market exchange. The use of different maksumptions and/or estimation methodologies naag la
material effect on the estimated fair value amaunts

Cash Equivalents

As of March 31, 2011 and December 31, 2010, oun egsiivalents consisted of money market funds.faine
value of cash equivalents approximates their ba@dieerdue to their short maturity, which was $28itlion and
$12.7 million as of March 31, 2011 and December2®1,0, respectively.

Investment in Debt Securities

As of March 31, 2011 and December 31, 2010, owrstment in debt securities consisted of availabtesfle debt
securities of $40.0 million and $41.7 million, resfively. Auction rate securities with a recordedire of $1.7
million as of December 31, 2010 were liquidatedmythe first quarter of 2011 at their face amoafrfs2.0
million. Variable rate demand notes of $40.0 miiliat both periods consisted of the 1995 Bonds, lwtit. owns
and is also liable for both the interest and ppatpayments thereon. We have estimated the fhieaf the $40
Million City of Petersburg, Indiana, Pollution Coolt Refunding Revenue Bonds Adjustable Rate TeSgeurities
Series 1995B, Indianapolis Power & Light Compangjé€ut (“1995B Bonds”) based primarily upon qualitat
factors such as IPL’s credit worthiness and coredluithe fair value approximates their face value.

Customer Deposits

Our customer deposits do not have defined matdatgs and therefore, fair value is estimated tthbeamount
payable on demand, which equaled book value. Custdeposits totaled $21.4 million and $20.8 millamof
March 31, 2011 and December 31, 2010, respectively.

Indebtedness

The fair value of our outstanding fixed rate ded been determined on the basis of the quoted batikes of the
specific securities issued and outstanding. Irageircumstances, the market for such securites imactive and
therefore the valuation was adjusted to considangas in market spreads for similar securities oAdiagly, the
purpose of this disclosure is not to approximatev@lue on the basis of how the debt might be aefied.

The following table shows the face value and tleviaue of fixed rate and variable rate indebtesdrior the
periods ending:

March 31, 2011 December 31, 2010
Face Value Fair Value Face Value Fair Value
(In Millions)
Fixed-rate $ 16327 $ 1,7259 $ 16327 $ 1,719.8
Variable-rate 130.0 130.0 130.0 130.0
Total indebtedness $ 1,7627 $ 11,8559 $ 1,762.7 $ 1,849.8

The difference between the face value and the iceyrmalue of this indebtedness is unamortized distof $5.1
million and $5.4 million at March 31, 2011 and Dentxer 31, 2010, respectively.



Fair Value Hierarchy

Financial Accounting Standards Board Accountingn8sads Codification (*“ASC)” 820 defined and estahéid a
framework for measuring fair value and expandedldsuires about fair value measurements for finduasisets and
liabilities that are adjusted to fair value on euring basis and/or financial assets and liab#ithat are measured at
fair value on a nonrecurring basis, which have ka#nsted to fair value during the period. In adeorce with ASC
820, we have categorized our financial assetsiabdifies that are adjusted to fair value, basedhe priority of

the inputs to the valuation technique, following three-level fair value hierarchy prescribed byCAR0, as

follows:

Level 1 - unadjusted quoted prices for identicakss or liabilities in an active market.

Level 2 - inputs from quoted prices in markets veheading occurs infrequently or quoted pricessfriuments
with similar attributes in active markets.

Level 3 - unobservable inputs reflecting managefewn assumptions about the inputs used in pritliegasset or
liability.

As of March 31, 2011 and December 31, 2010, attl(eing pension assets — see NotePerision and Other
Postretirement Benefisof IPALCO’s financial assets or liabilities meaed at fair value on a recurring basis were
considered Level 3, based on the fair value hiésarthe following table presents those financiakeas and

liabilities:

Fair Value Measurements
Using Level 3 at
March 31, 2011 December 31, 2010
(In Thousands)

Financial assets:

Investments in debt securities $ ,000 $ 41,669
Financial transmission rights 782 2,158
Total financial assets measured at fair value $ 40,782 $ 43,827

Financial liabilities:

Interest rate swap $ 9252 % 9,426
Other derivative liabilities 91 193
Total financial liabilities measured at fair value $ 9,449 $ 9,619

The following table sets forth a reconciliationfiofancial instruments classified as Level 3 in thie value
hierarchy:

Derivative Financial

Instruments, net Investments in
Asset (Liability) Debt Securities Total
(In Thousands)
Balance at January 1, 2011 $ (7,461) $ 41669 $ 4,28
Unrealized gain recognized in Other
Comprehensive Income - 331 331
Unrealized loss recognized in earnings 4) - 4)
Unrealized loss recognized as a regulatory
liability (1,696) - (1,696)
Settlements 494 (2,000) (1,506)
Balance at March 31, 2011 $ (8,667) $ 40,000 $ 1,383

-10 -



4. INDEBTEDNESS
IPALCO's Senior Secured Notes

IPALCO has outstanding $375 million of 8.625% ad®® million of 7.25% Senior Secured Notes due Ndvem
14, 2011, and April 1, 2016, respectively, whick secured by IPALCO's pledge of all of the outstagc&common
stock of IPL. IPALCO'’s Senior Secured Notes duel26dntain certain financial covenants based on tetapital
and interest coverage, with which IPALCO is in cdiamce.

IPALCO has classified its outstanding $375 millmfr8.625% Senior Secured Notes due November 14, 2381
short-term indebtedness and management plansitameé the 2011 IPALCO Notes in the second quaftgfll
with long-term secured debt. In conjunction witk tefinancing, management intends to conduct aeteofter for
the outstanding 2011 IPALCO Notes. The tender moe®uld require IPALCO to pay a make-whole prandio
the current debt holders, which is estimated tafg@oximately $13 to $14 million, based on curiatérest rates
and expected timing of the tender. Although there lse no assurance that we will be able to refiadinese notes,
we believe it is highly likely.

5. PENSION AND OTHER POSTRETIREMENT BENEFITS

The following tables present information relatingtie Employees’ Retirement Plan of Indianapolis@o& Light
Company and the Supplemental Retirement Plan ddmagbolis Power & Light Company (“Pension Plangijjich
are combined and shown as Pension Benefits. Thafolg tables also present information relatingtiher
Postretirement Benefits:

Other
Pension Postretirement
Benefits Benefits

(In Thousands)
Net funded status of plans:

Net funded status at December 31, 2010, before tadjustments $ (194,797) $ (4,991)
Net benefit cost components reflected in net furgtatlis during first quarter:
Service cost (1,809) (94)
Interest cost (7,957) (65)
Expected return on assets 8,042 -
Employer contributions during quarter 5,646 12
Net funded status at March 31, 2011, before tax adgtments $ (190,875) $ (5,138)

Regulatory assets (liabilities) related to pensioffs®:
Regulatory assets (liabilities) at December 31, 20,lbefore tax adjustments $ 242,941 $ (7,570)
Amount reclassified through net benefit cost:
Amortization of prior service (cost) credit

(1,086) 79
Amortization of net actuarial (loss) gain (3,326) 42
Regulatory assets (liabilities) at March 31, 201hefore tax adjustments $ 238,529 $ (7,449)

@ Amounts that would otherwise be charged/creditefidzumulated Other Comprehensive Income or Loss @pplication of ASC 715,
“Compensation — Retirement Benefits” are recorded eegulatory asset or liability because IPL hattically recovered and currently
recovers pension and other postretirement bengdéreses in rates. These are unrecognized amouritslye recognized as components of
net periodic benefit costs.

@ The regulatory liability related to Other Postretirent Benefits is netted against the regulatorgtasslated to Pension Benefits on the
accompanying Unaudited Condensed Consolidated Bal@heets.

-11 -



Pension Expense

The following table presents Net Periodic BenebfisCinformation relating to the Pension Plans coradi

For the Three Months Ended,
March 31,
2011 2010
(In Thousands)

Components of net periodic benefit cost:

Service cost $ 1,809 $ 1,646
Interest cost 7,957 7,897
Expected return on plan assets (8,042) (7,314)
Amortization of prior service cost 1,086 868
Amortization of actuarial loss 3,326 2,960
Net periodic benefit cost $ 6,136 $ 6,057

Other Postretirement Employee Benefits and Expense

The following table presents Net Periodic Benefis€information relating to other postretirememdigs:

For the Three Months Ended,
March 31,
2011 2010
(In Thousands)

Components of net periodic benefit cost:

Service cost $ 94 3 92
Interest cost 65 71
Amortization of prior service credit (79) (78)
Amortization of actuarial gain (42) 444
Net periodic benefit cost $ 38 % 41

6. COMMITMENTS AND CONTINGENCIES
Legal Loss Contingencies

IPL is a defendant in a little less than fifty pergllawsuits alleging personal injury or wrongflath stemming
from exposure to asbestos and asbestos contairodggis formerly located in IPL power plants. IPAstbeen
named as a “premises defendant” in that IPL didmot, manufacture, distribute or install asbestoagsbestos
containing products. These suits have been braugbthalf of persons who worked for contractors or
subcontractors hired by IPL. IPL has insurance tini@ay cover some portions of these claims; culyetiiese
cases are being defended by counsel retained lugansurers who wrote policies applicable topkeiod of time
during which much of the exposure has been alleged.

It is possible that material additional loss wiggard to the asbestos lawsuits could be incurrethig\time, an
estimate of additional loss cannot be made. IPLsk#ted a number of asbestos related lawsuitarfarunts which,
individually and in the aggregate, were not matéadPL’s or IPALCO's results of operations, fingal condition,
or cash flows. Historically, settlements paid oh’#behalf have been comprised of proceeds fromasnaore
insurers along with comparatively smaller contribng by IPL. Additionally, approximately 40 cases/b been
dropped by the plaintiffs in the past year withoedquiring a settlement. We are unable to estint@atmber of,
the effect of, or losses or range of loss whichraesonably possible from the pending lawsuitshgraaditional
asbestos suits. Furthermore, we are unable toastithe portion of a settlement amount, if anyt thay be paid
from any insurance coverage for any known or unkmolaims. Accordingly, there is no assurance thattending
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or any additional suits will not have a materialade effect on IPALCO'’s results of operationsafinial
condition, or cash flows.

IPL has been, and will continue to be, subjecbtdine audits with respect to its compliance wipplecable
reliability standards. In March 2010, one of theREE=certified reliability organizations responsilfiée developing
and maintaining reliability standards, Reliabitgst Corporation (“RFC”), conducted a compliance aoditPL's
operations. On July 6, 2010, RFC issued a Compdigndit Report to IPL in which it alleged certaingRible
Violations of reliability standards. IPL is in tipeocess of implementing mitigation plans for eatthe alleged
violations and is currently in settlement discussioegarding a potential fine. At this time, weide it is unlikely
that any civil fines imposed in this matter will bwterial to IPALCO’s results of operations, finehcondition, or
cash flows.

In addition, IPALCO and IPL are involved in litigah arising in the normal course of business. Wihikeresults of
such litigation cannot be predicted with certaimhgnagement believes that the final outcome willhave a
material adverse effect on IPALCO'’s results of @piens, financial condition, or cash flows. Amouatsrued or
expensed for legal or environmental contingencidiectively during the periods covered by this regaave not
been material to the Financial Statements of IPALCO

Environmental Loss Contingencies

We are subject to various federal, state, regiandllocal environmental protection and health aidtg laws and
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazardous and other materials into the environnzamt;the
health and safety of our employees. These lawsegulations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, [ter@vocation
and/or facility shutdowns. We cannot assure thahaxee been or will be at all times in full compl@with such
laws, regulations and permits.

New Source Review

In October 2009, IPL received a Notice of ViolatiSNOV”) and Finding of Violation from the U.S.
Environmental Protection Agency (“EPA”) pursuanthe U.S. Clean Air Act (“CAA") Section 113(a). TINOV
alleges violations of the CAA at IPL'’s three coikfl electric generating facilities dating backKl&86. The alleged
violations primarily pertain to the Prevention af&ficant Deterioration and nonattainment New S@uReview
requirements under the CAA. Since receiving thietetPL management has met with the EPA staffiand
currently in discussions with the EPA regardingsilole resolutions of the NOV. At this time, we cahpredict the
ultimate resolution of this matter. However, setttmts and litigated outcomes of similar cases hegeired
companies to pay civil penalties, install additiopallution control technology on coal-fired eldctgenerating
units, and invest in additional environmental petge A similar outcome in this case could have #enm impact
on our business. We would seek recovery of anyatipey or capital expenditures related to air palutcontrol
technology to reduce regulated air emissions; hewdtiere can be no assurances that we would lcesgfal in
that regard.

Contractual Contingency

Under IPL’s $40 million interest rate hedge agreetnan event of default by either party, includibgt not limited
to, insolvency of either IPL, the counterpartyttog insurer of the hedge (Ambac Assurance Corpgmratcould
result in the termination of the agreement andpngment of settlement amounts, as defined in theeagent,
between the parties. No such conditions preseri$t.€lhe fair value of this hedge as of March3111 and
December 31, 2010 was a liability to IPL of approately $9.3 million and $9.4 million, respectively.
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7. SEGMENT INFORMATION

Operating segments are components of an entefprisehich separate financial information is avaiéabnd is
evaluated regularly by the chief operating decisiaker in assessing performance and deciding h@aldoate
resources. Substantially all of our business ctmsisthe generation, transmission, distributiod aale of electric
energy conducted through IPL which is a verticaitggrated electric utility. IPALCO’s reportable $iness
segments are utility and nonutility. The nonutiligtegory primarily includes the 2011 IPALCO Nosesl the 2016
IPALCO Notes; approximately $8.3 million and $8.8lion of nonutility cash and cash equivalentspa#larch
31, 2011 and December 31, 2010, respectively; ¢bort and long-term nonutility investments (incluglithe 4.4%
ownership interest in EnerTech Capital PartnetsRl) of $6.3 million and $6.2 million at March 32011 and
December 31, 2010, respectively; and income tamdsraerest related to those items. Nonutility &ssepresented
less than 1% of IPALCOQO’s total assets as of MarthZ®11 and December 31, 2010. Net income for titigyu
segment was $23.2 million and $36.2 million thee¢hmonth periods ended March 31, 2011 and 201fectsely.
The accounting policies of the identified segmemtsconsistent with those policies and proceduessribed in the
summary of significant accounting policies. Intgngent sales, if any, are generally based on ptiwgeflect the
current market conditions.
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ITEM 1B. DEFINED TERMS

DEFINED TERMS

The following is a list of frequently used abbreigas or acronyms that are found in this Form 10-Q:

1995B Bonds

2010 Form 10-K

AES

ASC

BTA

CAA

CPCN

CWA

EPA

The Financial Statements

IPALCO

IPL

IURC

kWh

MW
Mid-America
Midwest ISO
NOV

Pension Plans

$40 Million City of Petersburg, IndiaRallution Control Refunding
Revenue Bonds Adjustable Rate Tender SecuritigesSE995B,
Indianapolis Power & Light Company Project
IPALCO'’s Annual Report on Form 10 the year ended December 31,
2010
The AES Corporation
Financial Accounting Standards Board Accounstgndards Codification
Best Technology Available
U.S. Clean Air Act
Certificate of Public Convenience and Necgssit
U.S. Clean Water Act
U.S. Environmental Protection Agency
The Unaudited Condenseddlidated Financial Statements of IPALGD
“Iltem 1. Financial Statementshcluded in Part | — Financial Information
of this Form 10-Q
IPALCO Enterprises, Inc.
Indianapolis Power & Light Company
Indiana Utility Regulatory Commission
Kilowatt hours
Megawatt
Mid-America Capital Resources, Inc.
Midwest Independent Transmission SysBperator, Inc.
Notice of Violation and Finding of Violation
Employees’ Retirement Plan of IngialisPower & Light Company and
Supplemental Retirement Plan of Indianapolis Pa&vkight Company
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis should bel ieaconjunction with our Unaudited Condensed Cédated
Financial Statements and the notes thereto includ8tém 1. Financial Statementsihcluded in Part | — Financial
Information of this Form 10-Q. The following disirsn contains forward-looking statements. Our daesults
may differ materially from the results suggestedhmse forward-looking statements. Please'Gaationary Note
Regarding Forward — Looking Statementg’the beginning of this Form 10-Q. For a listeftain abbreviations or
acronyms used in this discussion, démm 1B. Defined Termsincluded in Part | — Financial Information of this
Form 10-Q.

RESULTS OF OPERATIONS

The electric utility business is affected by seasaveather patterns throughout the year and, tberethe operating
revenues and associated expenses are not genevatdg by month during the year.

Comparison of three months ended March 31, 2011 arttiree months ended March 31, 2010
Utility Operating Revenues

Utility operating revenues during the three morghded March 31, 2011 increased by $1.1 million caneg to the
same period in 2010, which resulted from the follapchanges (dollars in thousands):

Three Months Ended

March 31, Percentage
2011 2010 Change Change
Utility Operating Revenues:
Retail Revenues $ 271,845 3 260,401 $ 11,444 4.4%
Wholesale Revenues 12,045 23,04 (10,996) 47.71)%
Miscellaneous Revenues 5,275 4,595 680 14.8%
Total Utility Operating Revenues $ 289,165 $ 288,037 $ 1,128 0.4%
Heating Degree Days:
Actual 2,807 2,913 (106 (3.6)%
30-year Average 2,873 2,873

While the increase in Utility Operating Revenueshi@ comparable periods was only 0.4%, or $1.lianiflit
included a 4.4%, or $11.4 million increase in fat@venues, partially offset by a 47.7% or $11.0iom decrease in
wholesale revenues. The increase in retail revewassdue to an 8.5% increase in the weighted aggyege per
Kilowatt hours (“kWh”) sold ($20.5 million), partilg offset by a nonrecurring charge against retienues related
to prior periods ($5.0 million) and a 2.0% decreiastae volume of kWh sold ($4.1 million). The $20million
increase in the weighted average price of kWh s@ld primarily due to an $18.1 million increaseuelfrevenues.
We believe the $4.1 million decrease in the volurhelectricity sold was due to both warmer tempsnes during
the comparable periods and the effect of local emoa conditions. The $11.0 million decrease in wisale
revenues was primarily due to a 46.7% decreadeeiquantity of kwh sold ($10.8 million), which wasmarily

due to the timing of major generating unit overisaand to a lesser extent, unscheduled outages.
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Utility Operating Expenses

The following table illustrates our primary openatiexpense changes from the three months endechar010
to the three months ended March 31, 2011 (in midljo

Operating expenses for the three months ended MarcBi, 2010 $ 238.4
Increase in purchased power costs 12.3
Increase in maintenance expenses 8.8
Decrease in income taxes — net (8.9)
Other miscellaneous variances 2.8

Operating expenses for the three months ended Marc8i, 2011 $ 253.4

The $12.3 million increase in purchased power owsis primarily due to a 226% increase in the volafngower
purchased during the period ($15.3 million), priityadue to the timing of major generating unit ovauls and to a
lesser extent, unscheduled outages.

Maintenance expenses for the three months endech\8dr, 2011 increased $8.8 million or 37.4% comgpanehe
same period in 2010. We expect maintenance expéosmntinue to be higher through 2012 as we oaatio
perform major generating unit overhauls and impletaeplan to increase the level of maintenanceities on our
five largest coal fired generating units to cormetiability problems encountered in the past tveang as described
in our 2010 Form 10-K undeOperating Excellenceincluded in“ltem 7. Management'’s Discussion and Analysis
of Financial Condition and Results of Operations.”

The $8.9 million decrease in income taxes — netprasarily due to a decrease in pretax net opegatinoome for
the reasons previously described.

Other Income and Deductions

Other income and deductions remained relativelyfflathe three months ended March 31, 2011 as aoadpto the
same period in 2010 and included a $0.7 milliomease in the allowance for equity funds used ducongstruction
as a result of increased construction activity.

Interest and Other Charges

Interest and other charges decreased $0.4 millioimgl 2011 primarily due to a $0.5 million increasehe
allowance for borrowed funds used during constoucéis a result of increased construction activity.

LIQUIDITY AND CAPITAL RESOURCES

As of March 31, 2011, we had unrestricted cashcasth equivalents of $61.0 million. As of March 2Q11, we
also had available borrowing capacity of $208.7iamlunder our $250.0 million committed revolvingedit
facilities after outstanding borrowings, existirgtérs of credit and liquidity support for the 189Bonds. All of
IPL’s long-term borrowings must first be approvedtbe IURC and the aggregate amount of IPL’s stert
indebtedness must be approved by the FERC. Wedmeval from FERC to borrow up to $500 millionsbfort-
term indebtedness outstanding at any time throuh2¥, 2012. We also have authority from the 1URCamong
other things, issue up to $200 million in aggregatacipal amount of long-term debt and refinanpea$277.4
million in existing indebtedness through DecemkkrZ013, and to have up to $250 million of longwteredit
agreements and liquidity facilities outstandinguay one time. We also have restrictions on the atnofunew debt
that may be issued due to contractual obligatids&s and by financial covenant restrictions under existing
debt obligations. We do not believe such restnidtiwill currently be a limiting factor in our alifito issue debt in
the ordinary course of prudent business operations.

We believe that existing cash balances, cash gekeftmm operating activities and borrowing capaoit our
committed credit facilities will be adequate foe tforeseeable future to meet anticipated operatipgnses,
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interest expense on outstanding indebtedness riegwapital expenditures and to pay dividends ESASources
for principal payments on outstanding indebtedmessnonrecurring capital expenditures are expeotba
obtained from: (i) existing cash balances; (ii)icgenerated from operating activities; (iii) boring/capacity on
our committed credit facilities; and (iv) additidrebt financing.

IPALCO's Senior Secured Notes

IPALCO has outstanding $375 million of 8.625% ad®® million of 7.25% Senior Secured Notes due Ndvem
14, 2011, and April 1, 2016, respectively, whick secured by IPALCO's pledge of all of the outstagc&common
stock of IPL. IPALCO'’s Senior Secured Notes duel2€dntain certain financial covenants based on tbetapital
and interest coverage, with which IPALCO is in cdiamce.

IPALCO has classified its outstanding $375 mill@fB.625% Senior Secured Notes due November 14, 281
short-term indebtedness and management plansitameé the 2011 IPALCO Notes in the second quaftg011
with long-term secured debt. In conjunction witk tlefinancing, management intends to conduct aeteofter for
the outstanding 2011 IPALCO Notes. The tender moe®uld require IPALCO to pay a make-whole prandio
the current debt holders, which is estimated taf@oximately $13 to $14 million, based on curiatérest rates
and expected timing of the tender. Although there lse no assurance that we will be able to refiadinese notes,
we believe it is highly likely.

Credit Ratings

Our ability to borrow money or to refinance exigtimdebtedness and the interest rates at whichawéarrow
money or refinance existing indebtedness are affiloy our credit ratings. In addition, the appliesibterest rates
on the 2011 IPALCO Notes and IPL’s credit faciliti@s well as the amount of certain other feedierctedit
facilities) are dependent upon the credit rating*?AdLCO and IPL, respectively. In the event IPALG®@r IPL’s
credit ratings are downgraded or upgraded, thedsteates and certain other fees charged to IPARGDIPL
could increase, or decrease, respectively. Howéverapplicable interest rate on the 2011 IPALCQ@eN@annot
increase any further, but upgrades in IPALCO'’s itnedings would decrease the interest rate. Doaahgs in the
credit ratings of AES could result in IPL’s andIBALCOQO's credit ratings being downgraded.

We cannot predict whether our current credit ratiogthe credit ratings of IPL will remain in eftdor any given
period of time or that one or more of these ratiwdknot be lowered or withdrawn entirely by airaf agency. A
security rating is not a recommendation to buyl,@ethold securities. The rating may be subjeaetasion or
withdrawal at any time by the assigning rating migation, and each rating should be evaluated ied@égntly of
any other rating.

Capital Requirements
Capital Expenditures

Our construction program is composed of capitakexiitures necessary for prudent utility operatiand
compliance with environmental laws and regulatiaieng with discretionary investments designedrtprove
overall performance. Our capital expenditures eat&50.7 million and $26.9 million for the three mttts ended
March 31, 2011 and 2010, respectively. Construatixpenditures during the first three months of 28dd 2010
were financed primarily with internally generateash provided by operations.

Our capital expenditure program, including develeptrand permitting costs, for the three year pe?iotll-2013 is
currently estimated to cost approximately $489iomllincluding amounts already spent in the firsader of 2011.
It includes approximately $184 million for addit@mrnmprovements and extensions to transmissiordatdbution
lines, substations, power factor and voltage ramgaequipment, distribution transformers and dthigdating
facilities. The capital expenditure program alsdudes approximately $244 million for power plaetated projects
(including $64 million for a construction projeatsigned to reduce sulfur dioxide); $31 million fBL’s Smart
Energy Projects; and $30 million for other miscelaus equipment. The majority of the expendituoes f
construction projects designed to reduce sulfuxidmand mercury emissions are recoverable thrgurigdictional
retail rate revenue through our ECCRA filings, saibjto regulatory approval. These estimates danctide any
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additional amounts we may be required to spengdimection with resolution of the NOV described in
“Environmental Mattersand, due to the uncertainty of future environnaénégulations, they also do not include
any costs related to compliance with other potéfiiare regulations such as those describedimvironmental
Matters' nor any costs for new generation that might lguieed if existing units are retired. Any increasduture
costs attributed to these pending environmentallagigns will likely not have a material impact fibiis three year
period. Capital expenditures are generally finangigd a combination of internally generated fundd ahort-term
and long-term borrowings.

Common Stock Dividends

All of IPALCO'’s outstanding common stock is held AES. During the first three months of 2011 and®@@&

paid $3.5 million and $48.3 million, respectively,dividends to AES. Future distributions will betdrmined at the
discretion of our board of directors and will deggmimarily on dividends received from IPL. Dividisifrom IPL
are affected by IPL’s actual results of operatidimgncial condition, cash flows, capital requirerts regulatory
considerations, and such other factors as IPL'scbofdirectors deems relevant.

Pension Funding

We contributed $5.6 million and $4.5 million to tRension Plans during the first three months ofl28xd 2010,
respectively. Funding for the qualified EmployeBgtirement Plan of Indianapolis Power & Light Comypés
based upon actuarially determined contributionstiiee into account the amount deductible for inedax
purposes and the minimum contribution required uldeployee Retirement Income Security Act of 19441,
amended by the Pension Protection Act of 2006,edkas targeted funding levels necessary to metdine
thresholds. Management does not currently expgcbfthe pension assets to revert back to IPL du2igill.

Environmental Matters

We are subject to various federal, state, regiandllocal environmental protection and health aidtg laws and
regulations governing, among other things, the gatima, storage, handling, use, disposal and tiateion of
hazardous materials; the emission and discharpazzrdous and other materials into the environnaamt;the
health and safety of our employees. These lawseqdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, pewhit revocation
and/or facility shutdowns. From time to time themaany is subject to enforcement actions for cladfns
noncompliance with environmental laws and reguieidPL cannot assure that it will be successfulafending
against any claim of noncompliance. However, othan the NOV from the EPA (se&léw Source Reviéw
below), we do not believe any currently open envinental investigations will result in fines matét@our results
of operations, financial condition, or cash flows.

Under certain environmental laws, we could be hesghonsible for costs relating to contaminatioawatpast or
present facilities and at third party waste dispetas. We could also be held liable for humanasxpe to such
hazardous substances or for other environmentahdan©Our costs of complying with current and future
environmental and health and safety laws, andiabilities arising from past or future releasesasfexposure to,
hazardous substances may adversely affect ourdassiresults of operations, financial conditiorg eash flows.

The following discussion is an update to and shdeldead in conjunction with the discussion inchide
“Liquidity and Capital Resources — Environmental tdegt” included in“Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Gyiems” included in our 2010 Form 10-K.

Clean Air Act and Hazardous Air Pollutants

As noted in our 2010 Form 10-K, as a result of pEBA determinations and a D.C. Circuit Court rglithe EPA is
obligated under Section 112 of the CAA to develapla requiring pollution controls for hazardous @ollutants,
including mercury, hydrogen chloride, hydrogen fide, and nickel species from coal and oil-firedveo plants.
The EPA has entered into a consent decree undehiithis obligated to finalize the rule by Novemi2&11. In
connection with such rule, the CAA requires the BB A&stablish maximum achievable control technology
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(“MACT") standards for each pollutant regulated anthe rule. MACT is defined as the emission litinitia
achieved by the “best performing 12%" of sourcethmsource category. The EPA announced a propageh
March 2011 that was published in the Federal Reg@t May 3, 2011 and, if adopted, would estabiistional
emissions standards for hazardous air pollutaota froal- and oil-fired electric utility steam geatng units. The
rule, as currently proposed, may require all coaldfpower plants to install acid gas control testhgy, upgrade
particulate control devices and/or install someeptlgpe of mercury control technology, such as sotlnjection.
The rule may also require installation of new eipissnonitoring equipment and/or implementation ddii¢éional
monitoring methodologies. The EPA is receiving bbmments on the proposed rule, and such pubfitneents
will be considered by the EPA prior to promulgatméjnal rule. Most of IPL’s coal-fired capacitaacid gas
scrubbers or comparable control technologies, bpraposed there are other improvements to sudhoton
technologies that may be needed at some of ourgieng. Under the CAA, compliance is required witthiree
years of the effective date of the rule; howeves,¢compliance period for a unit, or group of unitsly be extended
by state permitting authorities (for one additiopaar) or through a determination by the Presi@ntup to two
additional years). At this time, we cannot prethe extent of the final regulations for hazardougallutants, but
the cost of compliance with any such regulationdd®e material. We would seek recovery of anyratieg or
capital expenditures related to air pollution cohtechnology to reduce regulated air emissionsidwer, there can
be no assurances that we would be successfultinethard.

Cooling Water Intake Regulations

We use water as a coolant at our generating fasilitUnder the federal Clean Water Act (“CWA”")pting water
intake structures are required to reflect the Beshnology Available (“BTA”) for minimizing adverse
environmental impact. In March 2011, the EPA amuead its proposal for standards to protect fishaher
aquatic organisms drawn into cooling water systatilarge power plants and other industrial faeiitiThe
proposal was published in the Federal Registernl 2011 and comments are due by July 19, 201&.arbposal,
based on Section 316(b) of the CWA establishes Blgiirements regarding impingement mortality fdrealsting
facilities that withdraw water from a source watedy above a minimum volume and utilize at lea$b28 the
withdrawn water for cooling purposes. IPL belieiresrder to meet these BTA requirements, all capiiater
intake structures associated with once throughimg@rocesses will need to modify the existing élang screens
and add a fish return and handling system for eaoking system. The proposal would also require era/mof
facilities that withdraw very large amounts of wate perform comprehensive site-specific studiesnduthe
permitting process and may require closed-cycldirgaystems (closed-cycle cooling towers), or eglant
technology, on a case-by-case basis when deemedpaigpe by permitting authorities in order to mestrainment
mortality BTA. The proposal also establishes a jpuyiocess, with opportunity for public input, byieh the
appropriate technology to reduce entrainment nigrtaould be implemented at each facility after sinlering site-
specific factors. A final rule is expected in J@12. It is not possible to predict the total imigaaf the final rule at
this time, but if additional capital expendituree aecessary, they could be material.

Senate Bill 251

In April 2011, the Indiana State Senate and Hodi$®epresentatives approved Senate Bill 251, whidhoecome
law if and when it is signed by the governor ofibm. Senate Bill 251 is a comprehensive Bill whiaxmong other
things, provides Indiana utilities with a meansrecovering 80% of costs incurred to comply witléeal mandates
through a periodic retail rate adjustment mechanigms includes costs to comply with regulatioranfrEPA,
FERC, NERC, Department of Energy, etc., includiagital intensive requirements and/or proposalsrisst
herein and in the IPALCO 2010 Form 10-K, such ading water intake regulations, waste managemethtcaal
combustion byproducts, wastewater effluent, MISEhsmission expansion costs and polychlorinatedeipls. It
does not change existing legislation that allowslfé0% recovery of clean coal technology desigoeettduce air
pollutants (Senate Bill 29).

Some of the most important features of Senate2Bill to IPL are as follows: Any energy utility indiana seeking
to recover federally mandated costs incurred imection with a compliance project shall apply te IHRC for a
certificate of public convenience and necessityRGIN”") for the compliance project. It sets forthtaar factors that
the IURC must consider in determining whether tangia CPCN. It further specifies that if the IURGpeoves a
proposed compliance project and the projected &iganandated costs associated with the projeetfdahiowing
apply: (i) 80% of the approved costs shall be reced by the energy utility through a periodic Hetaie adjustment
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mechanism (ii) 20% of the approved costs shalldferded and recovered by the energy utility as piitte next
general rate case filed by the energy utility with IURC and (iii) actual costs exceeding the prigé federally
mandated costs of the approved compliance projeptdre than 25% shall require specific justificatemd
approval before being authorized in the energyjtylsinext general rate case. Senate Bill 251 idgqaires the
IURC to adopt rules to establish a voluntary cleaargy portfolio standard program to provide inoar# to
participating electricity suppliers to obtain sgmea percentages of electricity from clean energyrses in
accordance with clean portfolio standard goalduitiag requiring at least 50% of the clean enengginating from
Indiana suppliers. The goals can also be met bghasing clean energy credits.

New Source Review

In October 2009, IPL received an NOV and Findin/@flation from the EPA pursuant to the CAA SectblB(a).
The NOV alleges violations of the CAA at IPL’s threoal-fired electric generating facilities dativack to 1986.
The alleged violations primarily pertain to the Wetion of Significant Deterioration and nonattagmhNew
Source Review requirements under the CAA. Sinceivat the letter, IPL management has met withBRé\ staff
and is currently in discussions with the EPA regagghossible resolutions of the NOV. At this timee cannot
predict the ultimate resolution of this matter. Hwer, settlements and litigated outcomes of sincideses have
required companies to pay civil penalties, insdlllitional pollution control technology on coalefi electric
generating units, and invest in additional envirental projects. A similar outcome in this case ddwve a
material impact on our business. We would seekvexgoof any operating or capital expenditures egldb air
pollution control technology to reduce regulatedesnissions; however, there can be no assuranats/éhwould
be successful in that regard.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO  UT MARKET RISK

Not applicable pursuant to General Instruction khef Form 10-Q.

ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresdtetiesigned to ensure that information requivdsktdisclosed
in the reports that we file or submit under the8ities Exchange Act of 1934, is recorded, proagssemmarized
and reported within the time periods specifiechia Securities and Exchange Commission’s rules amadsf, and
that such information is accumulated and commuedtéd the principal executive officer and princifimhncial
officer, as appropriate, to allow timely decisioagarding required disclosures.

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the superviaimhwith the participation of our management,udaig the
principal executive officer and principal financaéfficer, of the effectiveness of our “disclosuentrols and
procedures” (as defined in the Exchange Rules B8a}hnd 15-d-15 (e) as required by paragraphf(thyeo
Exchange Act Rules 13a-15 or 15d-15) as of Mar¢i2811. Our management, including the principacekge
officer and principal financial officer, is engageda comprehensive effort to review, evaluate iamatove our
controls; however, management does not expecbthradisclosure controls or our internal controlgofinancial
reporting will prevent all errors and all fraud.cAntrol system, no matter how well designed andaipd, can
provide only reasonable, not absolute, assurarateétth control system’s objectives will be met.tRar, the design
of a control system must reflect the fact thatéhame resource constraints, and the benefits dfasmmust be
considered relative to their costs. In additiory emaluation of the effectiveness of controls ikjeat to risks that
those internal controls may become inadequatetimdiperiods because of changes in business comglitbr that
the degree of compliance with the policies or pdutes deteriorates. We have interests in certaipnsolidated
entities. As we do not control or manage thesdiestiour disclosure controls and procedures vésipect to such
entities is generally more limited than those wentaan with respect to our consolidated subsidarie

Based upon the controls evaluation performed, teipal executive officer and principal financificer have
concluded that as of March 31, 2011, our disclosorgrols and procedures were effective to provésonable
assurance that material information relating tamd our consolidated subsidiaries is recorded,gased,
summarized and reported within the time periodsi§ipd in the Securities and Exchange Commissionlss and
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forms and that such information is accumulated@mmunicated to the principal executive officer gnichcipal
financial officer, as appropriate, to allow timelgcisions regarding required disclosures.

Changes in Internal Controls

In the course of our evaluation of disclosure amistand procedures, management considered cantaimal
control areas in which we have made and are cdntirto make changes to improve and enhance conBated
upon that evaluation, the principal executive @ffiand principal financial officer concluded thiag¢ite were no
changes in our internal controls over financialortipg identified in connection with the evaluatieguired by
paragraph (d) of the Exchange Act Rules 13a-1%dr115 that occurred during the three months endactM31,
2011 that have materially affected, or are readyrigdely to materially affect, our internal contsoover financial
reporting.
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PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Please seitem 2. Management'’s Discussion and Analysis afdficial Condition and Results of Operations —
Liquidity And Capital Resources - Environmental tded,” and Note 6;Commitments and Contingencies The
Financial Statements for a summary of significagal proceedings involving us. We are also sultigemutine
litigation, claims and administrative proceedingsiag in the ordinary course of business.

ITEM 1A. RISK FACTORS

There have been no material changes to the riskrfaas previously disclosed in IPALCQO’s Annual Beon
Form 10-K for the year ended December 31, 2010.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. (REMOVED AND RESERVED)

None.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

Exhibit No. Document
31.1 Certification by Chief Executive Officer recgdl by Rule 13a-14(a) or 15d-14(a).
31.2 Certification by Principal Financial Officezquired by Rule 13a-14(a) or 15d-14(a).
32 Certification required by Rule 13a-14(b) or 154b).
99.1 Third Amendment dated as of April 27, 2011th® Second Amended and Restated Receivables

Sale Agreement dated as of June 25, 2009
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdd¢iport to be
signed on its behalf by the undersigned thereualp authorized.

IPALCO ENTERPRISES, INC.
(Registrant)

Date: May 6, 2011 /sl Kelly M. Huntington
Kelly M. Huntington
Senior Vice President and Chief Financial Officer
(Principal Financial Officer and Duly Authorized fidfer)

Date:_ May 6, 2011 /s/ Kurt A. Tornquist
Kurt A. Tornquist
Vice President and Controller
(Principal Accounting Officer)
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Exhibit 31.1

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities Exchange Act of 1934

I, Kenneth J. Zagzebski, certify that:

1.
2.

| have reviewed this quarterly report on Form 10fQPALCO Enterprises, Inc. (the “registrant”);
Based on my knowledge, this report does not commjnuntrue statement of a material fact or ométate
a material fact necessary to make the statements,nralight of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repo
fairly present in all material respects the finahcondition, results of operations and cash floithe
registrant as of, and for, the periods presentedisnreport;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie
controls and procedures (as defined in ExchangdrAitets 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrandl
have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisiengare that material information relating to the
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial reipgr;, or caused such internal control over
financial reporting to be designed under our sup@m, to provide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presented in
this report our conclusions about the effectiversdsbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgted, or is reasonably likely to materially
affect, the registrant’s internal control over fiicél reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of

internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfogithe equivalent functions):

() All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably hkel adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant’s internal camtover financial reporting.

Date: May 6, 2011 /s Kenneth J. Zagzebski

Kenneth J. Zagzebski
President and Chief Executive Officer
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Exhibit 31.2

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities Exchange Act of 1934

[, Kelly M. Huntington, certify that:

1.
2.

| have reviewed this quarterly report on Form 10fQPALCO Enterprises, Inc. (the “registrant”);
Based on my knowledge, this report does not commjnuntrue statement of a material fact or ométate
a material fact necessary to make the statements,nralight of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repo
fairly present in all material respects the finahcondition, results of operations and cash floithe
registrant as of, and for, the periods presentedisnreport;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaite
controls and procedures (as defined in ExchangdrAitets 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrandl
have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisiengare that material information relating to the
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial reipgr;, or caused such internal control over
financial reporting to be designed under our sup@m, to provide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presented in
this report our conclusions about the effectiveradsbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgted, or is reasonably likely to materially
affect, the registrant’s internal control over ficél reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of

internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfogithe equivalent functions):

() All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably hkel adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant’s internal camtover financial reporting.

Date: May 6, 2011 /s/ Kelly M. Huntington

Kelly M. Huntington
Senior Vice President and Chief Financial Officer
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Exhibit 32

Certification Pursuant to Rule 13a-14(b) or 15d-144) of the Securities Exchange Act of 1934 and Purant to
Section 1350 of Chapter 63 of Title 18 of the UniteStates Code as adopted pursuant to Section 906tbé
Sarbanes-Oxley Act of 2002

The certification set forth below is being subrdtte connection with the Quarterly Report on Fori@aQ for the
period ended March 31, 2011 (the “Report”) for puepose of complying with Rule 13a-14(b) or Rulel-13(b) of
the Securities Exchange Act of 1934 and Sectio® I8%hapter 63 of Title 18 of the United Statesi€o

Kenneth J. Zagzebski, President and Chief Exec@ifieer and Kelly M. Huntington, Senior Vice Prdent and
Chief Financial Officer of IPALCO Enterprises, IlEIPALCO"), each certifies that, to the best o lur her
knowledge:
1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchange A
of 1934; and
2. The information contained in the Report fairly mets, in all material respects, the financial cbadiand
results of operations of IPALCO.

Date: May 6, 2011 /s/ Kenneth J. Zagzebski
Kenneth J. Zagzebski
President and Chief Executive Officer

Date: May 6, 2011 /sl Kelly M. Huntington
Kelly M. Huntington
Senior Vice President and Chief Financial Officer

A signed original of this written statement reqditgy Section 906 has been provided to IPALCO andbei
retained by IPALCO and furnished to the Securitied Exchange Commission or its staff upon request.
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